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Abstract 
SMEs in Malaysia are an important segment of the nation s wealth creation and for employment. Approximately 
99.2% of the total established businesses in Malaysia are SMEs and the total employment share is 59.5%. The 
Malaysian government is confident that the Economic Transformation Plan framework will boost the SMEs to 
become the driving force in building the nation. In view of this, the primary aim of this research is to delve into the 
predictor that encourages the practice of market orientation from the perspective of entrepreneurial attitude 
orientation of the Malaysian entrepreneurs. This research contributes to the body of knowledge on market orientation 
by having a better understanding of the specific factors which are crucial for SMEs to assist in the nation wealth 
creation.  
© 2012 Published by Elsevier Ltd. Selection and/or peer-review under responsibility of JIBES University, 
Jakarta   
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1. Introduction  
SMEs in Malaysia are an important segment of the nation wealth creation eco-system and can be 
traced back to 1971 with the implementation of the New Economic Policy  . SMEs account for 518,996 or 
99.2% of total established businesses in Malaysia. SMEs employment share is 59.5% and contribute to 
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32% of the country s Gross Domestic Product (National SME Development Council, 2012).Therefore, 
there is a massive opportunity for SMEs to take on a bigger role in elevating the nation s economy. 
The 2011-2020 SME s Master Plan is designed to achieve the nation s target to become a high-
income nation by 2020 (Ministry of International Trade and Industry Malaysia, 2006). The SME s Master 
Plan concentrates on the special needs of the different categories of the SMEs such as micro, small and 
medium where their needs will be addressed. The Malaysian Government acknowledges the fact that 
many successful and large organisations start off as a micro, small or medium organization. 
Since SME is the backbone of the Malaysian economy, it is crucial to understand why some SMEs are 
successful and others fail in the Malaysian business context. For small businesses, success is when 
customers purchase goods and services which contribute to profits (Muhammad Masroor, 2010). Small 
businesses try to provide value services and products and also to develop strong ties with their customers 
in order that there is customer retention. It is indeed apparent that SMEs adopt the marketing strategy 
concept. The marketing concept is the foundation of the market orientation (MO) which is proposed by 
Narver & Slater (1990).  Morgan and Strong (1998) state that an organisation that is focused on being 
market oriented is likely to have the ability to produce superior customer value in the long run.  An 
organisation that practices a market oriented culture can possess a competitive advantage because MO is 
the source of competitive advantage (Lewrick, Omar, & Williams, 2011). 
Market orientation is the focus of the study because MO is recognised as part of a business strategy 
for organisations and is considered as an important strategic planning in many literature (Hunt & Lambe, 
2000). There is no denial that MO is an important driver of organisation performance regardless of 
markets and culture and some studies have established a strong relationship between MO and 
organisation performance (Hinson, R.E & Abdulai, M., 2011; Johnson A.J, Dibrell, C.C & Hansen, E, 
2009; Matsuno et al., 2002; Speed & Smith, 1993). 
Studies on MO in Malaysia by Ramayah et.al (2011) support the notion that MO has a significant 
impact on organisational performance. A study by Muhammad Masroor (2010)  who focuses on the effect 
of MO on SMEs also confirms that MO is an important determinant in SMEs success. However, the study 
also shows that small establishments are driven by competitor orientation followed by customer 
orientation and inter-functional coordination is not a relative function.  
Although, SMEs are often associated with liability of smallness and newness (Aldrich & Auster, 
1986), SMEs are exceptionally market oriented and able to compete effectively with established large 
organisations (Raju, Lonial, & Crum, 2011). However, there is no mention of the entrepreneur s 
distinctiveness that pursues MO that lead to competitive edge. As such, it is beneficial to gain a better 
understanding of entrepreneur attitude towards MO in the SME environment.   
In the light of the identified problem, the purpose of this study is to address these issues by developing 
a conceptual framework on the factors that would influence the MO. In turn, this study provides reviews 
on how entrepreneurial attitude encourages an entrepreneur to exercise MO and to develop competitive 
advantage.  
2. Literature Review  
Edelman, Brush, and Manolova (2002) posit that in SMEs all important and vital resources are being 
held by the entrepreneurs and are reflected in their skills, knowledge, abilities, experience and education. 
The entrepreneurs are the core decision makers and have the greatest influence on the organisation s 
business strategy and roadmaps formulation, setting the organisation s goals and steering the organisation 
forward (Masurel et al., 2003).  According to Coviello, Brodie, and Munro (2000) small organisations are 
likely to have more customer contact and greater tendency for action (Hult & Ketchen, 2001) and have 
more output flexibility compared to larger organisations (Fiegenbaum & Karnani, 2006).  Small 
organisations also have the tendency to be intrinsically more innovative at the early stage of the industry 
life cycle (Ach & Audretsch, 1987; Audretsch, 2002). Compared to the larger organisations, SMEs are 
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likely to differ in their resources. Due to the scarcity of resources, SMEs may develop the ability to 
incorporate the various tangible and intangible assets into an exceptional business strategy. This 
formulation of infusing the tangible and intangible assets is instrumental in understanding the role of 
entrepreneurial attitude orientation and MO in SMEs.    
2.1 Market Orientation  
Organisations that yearn to stay ahead of their markets develop a market sensing capability which is 
known as market orientation (Chao & Spillan, 2010). Market orientation is studied in business behaviour 
when it allows owner-managers to gather information from the current and potential customers needs 
and respond in an entrepreneurial manner to create superior customer values. This is because the 
organisation is capable of understanding the nature of customer-driven creation and developing a market-
oriented culture and this takes a lot of intelligence and time (Pelham & Wilson, 1996).  MO is part of 
culture building because an organisation s that aims to be a market oriented organisation needs to develop 
a working self-assessment and adjustment system, systematically collect information and analyse 
customers and competitors in the market and lastly disseminate the knowledge to the entire organization 
(Kohli & Jaworski, 1990).   
The term market orientation is also known as customer focused, market driven and customer centric 
(Deshpande, 1999).  Narver and Slater (1990) define MO as an organisational culture that creates an 
efficient and effective behaviour in the organisation that emphasis the importance of superior values for 
buyers and increase the superiority of business performance. They argue that the MO is composed of 
three behavioural parts which are customer orientation, competitor orientation and inter-functional 
coordination. Customer orientation is one of the dimensions of MO that necessitates a culture where 
every employee puts the customers satisfaction first in their day-to-day activities. Competitor orientation 
involves active monitoring of all existing and potential competitors in the market place and collect 
competitive intelligence to differentiate the competitors approaches. 
It is important to disseminate the marketplace information among the units and departments of an 
organization and develop systems that can coordinate and establish a successful market orientation 
(Narver & Slater, 1990). Market-oriented organisations objective is to search and understand customers 
expressed and latent needs and acquiring superior solutions to those needs (Kohli & Jaworski,1990; 
Day,1994; Slater & Narver, 1995). Slater (1996) stresses two important elements of market oriented 
organisations namely: (1) discovering the current and latest needs of customers and (2) implementing 
protection or counter measures against the anticipated or actual actions of competitors. In fact, Olavarrieta 
and Friedmann (2008) believe that knowledge related resources are the key linking MO and firm 
performance.  
2.2 Entrepreneurial Attitude Orientation  
Despite the fact that there are many potential sources that affect the practice of market intelligence, 
entrepreneurial attitude orientation (EAO) is the most consistent measurement in the evaluating an 
entrepreneur s attitude towards the processes, practices and decision making actions (Lumpkin & Dess, 
1996 and Robinson et al., 1991).   Attitude is a better approach compared to either the personality or 
demographic characteristics even though these approaches were the foundation in building the 
psychological characteristics of an entrepreneur. 
Rychlak (1981) affirms that an individual future action is not influenced by the demographic 
distinctiveness but by specific reaction to a situation. The other issue with the demographic approach in 
measuring attitude is that it is prone to generalise the individual groups within the population. The 
personality approach has its own oversight which according to Fishbein and Ajzen (1977) is not effective 
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in measuring the attitude because of increase in margin of errors caused by the instruments used and there 
is no link to the research concept.  
In this study, attitude approach is applied because the learning ability and knowledge accumulation 
varies from one person to another. Fishbein and Ajzen (1977) suggests that the attitudinal factor signal a 
person s judgmental attitude towards a behaviour and a normative beliefs signal a person s perceived 
social pressures to act or not to act on a specific behaviour.  
Successful entrepreneurs exhibit strong needs for achievements (McClelland et al., 1953), locus of 
control (Levenson, 1973; Rotter, 1966), self-esteem (Crandall, 1973) and innovation (Kirton, 1978). The 
EAO approach takes the conceptual of these variables and inculcates three components which are: affect 
cognition and conation to the four subscales. These four subscales measure entrepreneurship and have 
significant interrelatedness between the subscales. There is a significant difference for each of the EAO s 
subscale in measuring entrepreneur and the non-entrepreneur groups (Robinson et al., 1991).  
3. Conceptual Framework  
Entrepreneurs learn from own experiences and also from the experiences of others (Smilor, 1997). 
Entrepreneurs made calculative risk in their business decisions and always seek for information to support 
their evaluation and to assist their business analysis. To develop a competitive edge, entrepreneurs need to 
be innovative and resourceful.  To address the above issues, the conceptual framework that will be used in 
this study is illustrated in Figure 1. The factors namely EAO is considered to have an influence on the 
MO.   
Figure 1. Conceptual Framework  
Based on the above explanation, the following hypotheses are anticipated. 
Hypothesis 1 
The needs for achievement, locus of control and innovation subscales are positively related to customer 
orientation. 
Hypothesis 2  
The needs for achievement, locus of control and innovation subscales are positively related to competitor 
orientation. 
Hypothesis 3 
The needs for achievement, locus of control and innovation subscales are positively related to inter-
functional coordination.  
4. Research Methodology  
This study plans to collect the data by means of self-administered questionnaires which will be 
distributed to the SME owners from various industries operating in Peninsular Malaysia. This study is a 
cross-sectional type of enquiry in which data will be collected at one point of time in an uncontrolled 
setting. The measuring instrument is a structured questionnaire. Questionnaires will be designed in two 
languages which are English and Malay. The participants will be invited to respond to the questionnaire in 
the language that they are most comfortable with and that they commonly use in their daily work life. Prior 
to conducting a pilot study and a quantitative data collection, preliminary interviews will be carried out 
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5. Conclusion  
Qiu (2008) observes that managers with high level of EAO and highly MO organizations are more 
active in market scanning and better at assessing the strength and weakness of their organizations. 
Entrepreneurs must be able to infuse the tangible and intangible assets to select the best business strategy 
and to inculcate an organizational culture that creates an efficient and effective behavior that practice 
market orientation that escalate the organizations performance.  As such, entrepreneurs of the new global 
economy need to exhibit strong needs for achievements (McClelland et al., 1953), locus of control 
(Levenson, 1973; Rotter, 1966), self-esteem (Crandall, 1973) and innovation to be able to stay ahead of 
their market in this competitive global market.  
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